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— Dear Sir: ek 
Complying with your request, I offer the following sug- 


st joue as to currency legislation.=- ‘ 
If no radical change in our monetary system is contemplated 
nd no government paper is to be retired, the gold reserve now noit~ 
| w ly held against that paper, which in practice has been treated 
ot # frea gold available for ordinary disbursements, should be sépara 
| ted upon the books from the other cash holdings of the Treasury and 


[he dedicated exclusively to the purpose for which it was created, 

) | It should be made obligatory upon the Secretary of the 

easy to redeem United States notes in gold on demand, although 
Would be better to make that provision a bread ona, eppiying td 

: ewernment obligations. The Secretary should be directed ta 
Dlenish or supplement the reserve by transfers from the other 
Wings of the Treasury or by bond sales, in sufficient amount to 
tat detiands. This provision should make clear that the resomces 
q fovermment aye unequivocally behind its paper, and there can 
- hange in its policy without a change in the statute. The 

Y “deemed should be reissued only in exchange for gold. 

: think that more safety would be secured to our currency 
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py this » imple provision. Tha ¢ ae to say, ay doing thie and nothing 
x, the gold standard would be maintained. with: no provision 

| gr inereasing the money, stock except by the eofeke ef gold, and 

; with the present and prospective: great output “of that metal, the 


progortion. of gold in our currency must rapidly increase. 


aes year 
under these conditions will make that anomalous element, the oven 
Lyalued silver, of less importance. 3 

This will not be true, however, if, yielding te a Popular 
puggestion, you proceed to inenease the cireulation of bank notes 
wider the present system. Unless you so change the present banking 
syst an as to make the banks redeem their notes in gold, a wit hout 
dding to tha burdens of the Treasury, I respectfully urge that you 


% nothing to increase bank note circulation. Opinions #iffer es to 


how gush this circulation would be increased by permission to issué 
" q to the par value of the bond deposits, but in imy opinion whatever 
iMerease rosulted would be objectionable for the following reasons: 
There is no scareity of morey in the country. How to increase 
Ne mone y Ktock is not one of your problems. The duty of first im- 
_ before you is to relieve the Treasury of demands for gold. 
~ 8i¢st end simplest way to do that is by allowing the stock of 
an in circulation to increase. If you provide for additional bank 
~® on bond security, you will drive abroad or keep abread just so 


we 
* 691d that wiii otherwise hold. 


RG104 E-235 Vol 305 Misc Correspondence 


alone this gold will stay in the country. It wild increase 
stocks in the panks , and the banks. will pay 4% out; and free ly 


: ; & ae we 
j pad of gurnivig their customers on the: government S meagre 


ME sk 
? 


q Remember that the country cannot absorb an indefinite 
i nt of money. Our panks have large balances in Europe ROW, 
| there becsuse they can do better with money there than kere. 
pny supply levels itbalf over the world. ‘The stock im the : 
it te States oe pe raiged to 4 eértain volume varying wit the 
nd ond then it will begin ta overflow to other countries. The 
iin our circulation may be called the crema; it floats on top 
1 fis alwaye the kid that floats awdy. it is when this outward 
ent comes that demands on the Treasury» which it is your ineuat 
-" for, begin ‘Tha tere paper or silver you pump into the 
wWMation the more likely gold is to go, the more persistent the 
a will be when it begins, amd the more certainly will the burden 
Whlying all the demand. fal} on the Treasury. is 
The Present situation is described by the following para= 
mM in the New York Sun of April 8nd, 1899: 
ra aah Het oetz ah cata open them for he mone 
mA te apanseng eee ez te SONS Reever ing #0 encourage a greater 
9 a it, and they report that many 0 We old pieces are 


ben CePeulation iy. Many requests that have not 

} 1 eranted have iscn sce the Gooatl penks from their West= 
: Mer oe ePondents for shipments of small bills. The total legal 
Nk » holdings of. the associated banks, as shown by yesterday & 

ha ly in coment , amount to $53,079,800, compared with 9187 ,144,500, 
» Specie, nearly all of it ‘in gold coin. 
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.. long as this ei taation is ‘ma ingained there wi 11 be no demanis 
on the nreasury for redemption. If an oxpor ter, want od gold now in 
y New York, his bank, instead of paying his check with legal tenders 
| aud directing him to the Treasury for gold, would pay his check in 


gold. The easiest, simplest way to protect the Treasury is to 


7 naintain this eltuation, and you are looking for plang that require 
7 4 explanation. : 

” There is undoubtedly a demand for more bills. Peeple in 
‘the Hast are accustomed to the use of paper and ask for it. They 

Me: want even $2. ané $2, bilis. This demand does not signify that 

i ‘thre is any scarcity of Money. The country is gorged wih money, 

git ‘East and West. On the Pacific Coast » instead of pretesting against | 
‘goin the people will have mo paper, showing that it is all a mere 


a 


peatter of custom. 

I make no opposition ¢® @ banking system under which notes 
May be issued radeemable in gold. Such a system has many advantages 
Over the use of metalise money. It is a cheaper medium of exchange 
‘ad is more responsive to the demands of trade. But if you are not 
‘Being into the task of organising such a system, by all means don't 
‘“stond a system which throws all the burden of furnishing gold on 
fe Treasury. Gonfine yourself to providing for the obligations 
” Treasury now has and let the money stock increase in the one’ 
“tna that requires no redemption. é; 

It is plausible te say thet bank note issues will be "safe" 
w iy Lied par value of the bond security. That is not the point. 
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by yor 19 1t to the point to say that these notes do not have to be 
redeemed in gold. They displace gold, in the banks, thes expel gold 


pret the country, they increase the demands for gold on the Treasury 


;oF 


) make gold harder for the devernment to get. Just now everything 
Me BD sy10y- But when trade slackens and a revulsion comes, the 

paper of all kinds now in active use will drift te New York, pile 

7 up fiere, be poured into the custom house for duties, thus eutting 

w rf the Treasury's gold receipts and simultaneously force gold ex- 

Sc ts, with demands on the Treasury. | 
Furthermore, what thanks will you get for such action? The 


twrency reformers who are pressing for.some action know that this 


ral is not a step toward their ends. The opposition to all reform will 
. ay it was done for the benefit of the banks. In fact no benefits 
™)"ll accrue to anybody except the present holders of goverment bonds. 
WW It will put up the price of bonds. 
One provision in addition to the first recommended should be 
ale. There should be epportunity for banks to make an emergency 
800. Commercial crises will occur No financial system can 
"hilly provide against them. At such times there is an extraordinary 
stand for Teady money. It becomes not a question of security or 
eivency but of ready cash. Money camot be borrowed on government 
a Solvent houses are ruined because credits to which they are 
oe are withdrawn. The business commnity is entitled to some 
“ection against such panics. That the banks will increase their 


Lt 9 is 
Stes at such a time if a method is provided is evident from 
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‘tne issues of clearing house cer tificates in many cities during the 


oe * ; Cid 
¥ ‘tee Yys 


At such a time there is no danger thet indpe ased issues 


411 expel gold or embarrass the Treasury. Hence there is no 
objection te special issues then, provided cshey’ ‘ere retired whew the 
pecial need is past. This expamsion and retirement of the notes 
would be accomplished by permitting Natioual Banks to iseue,notes to 
the amount of 25 pancent . of their cap itel under a tax such as six 
petcont. per armum. This tax should be a fixed rate per week, or 
Sei-month1y, so that prompt issue and retarement would be effected. 
The Government should use these taxes te create a fund to redeem 

. the notes of failed banks. It should guaranty the note holders 

Ie sinst loss, but share with other creditors in the assest of these 


| banks. The tax will much more than make the Gover mont whole ° 


I de not consider that the privilege of organizing banks 
tinder $50,000. capital in the National system would be of any value 
tothe public, There is no lack of banks in the country. There isn't 
1 town of 300 people in Iowa without banking facilities, and for 

ns reasons already given. I am opposed to encouraging larger bank 

Note issues under the present system. I repeat that how to increase 
the Stock of money in the country is eb one of a problems. That 
mu take care of itself. : 

It does not increase the supply of money in any — to 
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. “have é national bank ergenized there under the present System. 


‘ byt the organizers have paid a premium for their bonds and re~ 
gpived the notes:to which they would be entitled even at the | par 


mine of the ‘bonds, they have less money to lean to the publie than 


t 


hey had before. 


The two innovations préposed. Wize to make the 


801d reserve 
fixed quantity and te provide for 


omergency issues » leaving for 


our money stock to accumulate in g0ld, 
il leave us in good position te take up the 


me present all increase in 


question of & bank 


Whe currency at a future day. It is entirely healthy to accumulate 


) gold. We have an enormous stock of credit currency. We went 


/the very brink of disaster in creating it. As the stock of gold 


Mreases and is seen in use, the pesple will come to appreciate 


re fully the important part it plays in our monetary system and 


the money question becomes less acute it will be possible to for- 


late a carefully considered re for a bank note currency conver tie 
Into gold, 


* One additional provision should be easily agreed te, viz: 
| ag Secretary of the Treasury discretion to coin from the silver 
7 oN now in the 


Treasury such subsidiary coins as may be called 
It is 


imperative that something should be done te meet the demand 
‘Stock, 


nt thus 


There is now no provision eof law for increasing 
Treasury Notes should be retired to correspond with the 
issued, 


Respec 2 ten yours, 
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Treasury Department, 
Bureau of the Mint, 
Washington, D.C. 


April 4, 1899. 


Hon. D. B. Henderson, 
Dubuque, Iowa. 


Dear Sir: 


Complying with your request, I offer the following suggestions as to currency legislation. 

If no radical change in our monetary system is contemplated and no government paper is 
to be retired, the gold reserve now nominally held against that paper, which in practice has been 
treated as free gold available for ordinary disbursements, should be separated upon the books 
from the other cash holdings of the Treasury and be dedicated exclusively to the purpose for 
which it was created. 

It should be made obligatory upon the Secretary of the Treasury to redeem United States 
notes in gold on demand, although it would be better to make that provision a broad one, 
applying to all government obligations. The Secretary should be directed to replenish or 
supplement the reserve by transfers from the other holdings of the Treasury or by bond sales, in 
sufficient amount to meet all demands. This provision should make clear that the resources of the 
government are unequivocally behind its paper, and there can be no change in its policy without 
a change in the statute. The notes redeemed should be reissued only in exchange for gold. 

I think that more safety would be secured to our currency by this simple provision. That 
is to say, by doing this and nothing more, the gold standard would be maintained. With no 
provision for increasing the money stock except by the coinage of gold, and with the present and 
prospective great output of that metal, the proportion of gold in our currency must rapidly 
increase. Each year under these conditions will make that anomalous element, the overvalued 
silver, of less importance. 

This will not be true, however, if, yielding to a popular suggestion, you proceed to 
increase the circulation of bank notes under the present system. Unless you so change the present 
banking system as to make the banks redeem their notes in gold, and without adding to the 
burdens of the Treasury, I respectfully urge that you do nothing to increase bank note circulation. 
Opinions differ as to how much this circulation would be increased by permission to issue up to 
the par value of the bond deposits, but in my opinion whatever increase resulted would be 
objectionable for the following reasons: 

There is no scarcity of money in the country. How to increase the money stock is not one 
of your problems. The duty of first importance before you is to relieve the Treasury of demands 
for gold. The easiest and simplest way to do that is by allowing the stock of gold in circulation to 
increase. If you provide for additional bank note on bond security, you will drive abroad or keep 
abroad just so much gold that will otherwise hold. 

Lot alone, this gold will stay in the country. It will increase the stocks in the banks, and 
the banks will pay it out and freely instead of turning their customers on the government’s 
meagre hoard. 

Remember that this country cannot absorb an indefinite amount of money. Our banks 
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have large balances in Europe now, and there because they can do better with money there than 
here. Money supply levels itself over the world. The stock in the United States can be raised to a 
certain volume varying with the demand, and then it will begin to overflow to other countries. 
The gold in our circulation may be called the cream; it floats on top and is always the kind that 
floats away. It is when this outward movement comes that demands on the Treasury, which it is 
your problem to provide for, begin. The more paper or silver you pump into the circulation the 
more likely gold is to go, the more persistent the run will be when it begins, and the more 
certainly will the burden of supplying all the demand fall on the Treasury. 

The present situation is described by the following paragraph in the New York Sun of 
April 2nd, 1899: 


Because of a scarcity of paper currency a number of the local banks request large 
dealers, who call upon them for the money for their local payrolls, to take part of the 
money in gold. Gold is abundant. The banks are endeavoring to encourage a greater use 
of it, and they report that many more 5 gold pieces are now in circulation than formerly. 
Many requests that have not been granted have been coming to the local banks from the 
Western correspondents for shipments of small bills. The total legal tender holdings of 
the associated banks, as shown by yesterday's bank statement, amount to $85,079,800, 
compared with $87,144,500, held in specie, nearly all of it in gold coin. 


So long as this situation is maintained there will be no demands on the Treasury for 
redemption. If an exporter wanted gold now in New York, his bank, instead of paying his check 
with legal tenders and directing him to the Treasury for gold, would pay his check in gold. The 
easiest, simplest way to protect the Treasury is to maintain this situation, and you are looking for 
plans that require no explanation. 

There is undoubtedly a demand for more bills. People in the East are accustomed to the 
use of paper and ask for it. They want even $1. and $2. bills. This demand does not signify that 
there is any scarcity of money. The country is gorged with money, East and West. On the Pacific 
Coast, instead of protesting against coin the people will have no paper, showing that it is all a 
mere matter of custom. 

I make no opposition to a banking system under which notes may be issued redeemable 
in gold. Such a system has many advantages over the use of metallic money. It is a cheaper 
medium of exchange and is more responsive to the demands of trade. But if you are not going 
into the task of organizing such a system, by all means don’t extend a system which throws all 
the burden of furnishing gold on the Treasury. Confine yourself to providing for the obligations 
the Treasury now has and let the money stock increase in the one kind that requires no 
redemption. 

It is plausible to say that bank note issues will be “safe” up to the par value of the bond 
security. That is not the point. Nor is it to the point to say that these notes do not have to be 
redeemed in gold. They displace gold in the banks; they expel gold from the country, they 
increase the demands for gold on the Treasury and make gold harder for the Government to get. 
Just now everything is lovely. But when trade slackens and a revulsion comes, the paper of all 
kinds now in active use will drift to New York, pile up there, be poured into the custom house 
for duties, thus cutting off the Treasury’s gold receipts and simultaneously force gold exports, 
with demands on the Treasury. 

Furthermore, what thanks will you get for such action? The currency reformers who are 
pressing for some action know that this is not a step toward their ends. The opposition to all 
reform will say it was done for the benefit of the banks. In fact no benefits will accrue to 


RG104 E-235 Vol 305 Misc Correspondence 


anybody except the present holders of government bonds. It will put up the price of bonds. 

One provision in addition to the first recommended should be made. There should be 
opportunity for banks to make an emergency issue. Commercial crises will occur. No financial 
system can wholly provide against them. At such times there is an extraordinary demand for 
ready money. It becomes not a question of security or solvency but of ready cash. Money cannot 
be borrowed on government bonds. Solvent houses are ruined because credits to which they are 
accustomed are withdrawn. The business community is entitled to some protection against such 
panics. That the banks will increase their note issues at such a time if a method is provided is 
evident from the issues of clearing house certificates in many cities during the panic of 1893. 

At such a time there is no danger that increased issues will expel gold or embarrass the 
Treasury. Hence there is no objection to special issues then, provided they’re retired when the 
special need is past. This expansion and retirement of the notes would be accomplished by 
permitting National Banks to issue notes to the amount of 25 percent. of their capital under a tax 
such as six percent. per annum. This tax should be a fixed rate per week, or semi-monthly, so 
that prompt issue and retirement would be effected. The Government should use these taxes to 
create a fund to redeem the notes of failed banks. It should guaranty the note holders against loss, 
but share with other creditors in the assets of these banks. The tax will much more than make the 
Government whole. 

I do not consider that the privilege of organizing banks under $50,000 capital in the 
National system would be of any value to the public. There is no lack of banks in the country. 
There isn’t a town of 300 people in Iowa without banking facilities, and for the reasons already 
given. I am opposed to encouraging larger bank note issues under the present system. I repeat 
that how to increase the stock of money in the country is not one of your problems. That will 
take care of itself. 

It does not increase the supply of money in any locality to have a national bank organized 
there under the present system. After the organizers have paid a premium for their bonds and 
received the notes to which they would be entitled even at the par value of the bonds, they have 
less money to loan to the public than they had before. 

The two innovations proposed viz: to make the gold reserve a fixed quantity and to 
provide for emergency issues, leaving for the present all increase in our money stock to 
accumulate in gold, will leave us in good position to take up the question of a bank note currency 
at a future day. It is entirely healthy to accumulate more gold. We have an enormous stock of 
credit currency. We went to the very brink of disaster in creating it. As the stock of gold 
increases and is seen in use, the people will come to appreciate more fully the important part it 
plays in our monetary system and as the money question becomes less acute it will be possible to 
formulate a carefully considered plan for a bank note currency convertible into gold. 

One additional provision should be easily agreed to, viz: give the Secretary of the 
Treasury discretion to coin from the silver bullion now in the Treasury such subsidiary coins as 
may be called for. It is imperative that something should be done to meet the demand for silver 
change. There is now no provision of law for increasing the stock. Treasury Notes should be 
retired to correspond with the amount thus issued. 


Respectfully yours, 
George E. Roberts 


